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INTRODUCTORY    NOTE 
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£When  the  MS.  of  these  articles  was  sub- 

Ul 

"Ynitted   to   me,    I   at   once   recognised   the 
^excellence   of     the   work,    and   seize     this 

DC  ' 

^opportunity  to  recommend  the  reprint  here 

following  to  the  attention  of  all  thoughtful 

citizens.     Mr.  Marks  possesses  exceptional 

qualities  for  dealing  with  such  a  subject 

as   the  Savings   Bank,   he   having  himself 

^  been  all  his  life  intimately  connected  with 

*~l  banking :  for  the  later  portion  of  his  active 

e»  business  career  as  general  manager  of  the 

Central   Bank   of   London,    now   absorbed 

by  the   London   City  and  Midland  Bank. 

He  consequently  brings  intimate  practical 

knowledge  of  banking  and  finance  to  bear 

upon    the   work   in   hand,    and   the   result 

Sis  a  searching  analysis  and  criticism  of  the 

§  Government  Savings  Bank  of  the  utmost 

value. 
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INTRODUCTORY  NOTE 

In   reading   these   chapters    one    cannot 
help   feeling  that  it   is  not   altogether  or 
all  through  the   fault  of   Governments  or 
permanent    officials    that    the    Post    Office 
Savings  Bank  should  have  become  such  a 
burden  to  the  nation,  such  a  source  of  loss. 
The  benevolent  intentions  of  the  originators 
of  this  great  money-gathering  agency  have 
been  frustrated  by  the  limitations  under 
which  the  Bank  works.     There  is  no  profit- 
able outlet  for  the  money,  such  as  might, 
for  example,  have  been  found  if  the  soil 
of  this  country  had  been  thrown  open  to 
settlement  by  the  people.     In  that  event  all 
but  a  necessary  reserve  of  perhaps  10  per 
cent,  of  the  total  deposits,  to  be  held  partly 
in  cash  and  partly  in  Government  Stock, 
might    have    been    utilised    for    the    pur- 
pose of   acquiring  lands  in  large  or  small 
areas  as  opportunit}/  offered  throughout  the 
country,  and  in  breaking  these  estates  up 
into  settlements  of  varying  size  according 
to  the  locality  and  the  quality  of  the  soil. 
Some  of  the  money  could  have  been  lent 
also  to  those  who  bought  these  lands  and 
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built  upon  them,  or  undertook  to  cultivate 
them,  as  very  little  of  the  land  of  England 
is  at  this  day  cultivated.  Here  would 
have  been  a  fruitful  and  improving  security, 
capable  of  yielding  the  Bank  3  per  cent, 
and  upwards  upon  the  money  invested, 
and  safer  far  than  any  mere  Government 
Stock  can  ever  be.  Is  it  of  the  nature  of 
an  Utopian  dream  to  suggest  that  some 
such  channel  might  even  at  this  late  day 
be  opened  up  and  the  Post  Office  Savings 
Bank  given  the  opportunity  to  recoup  for 
the  nation  some  portion  of  the  losses  now 
coverable  only  by  additional  issues  of 
debt,  the  most  barren  and  hopeless  mode 
of  filling  up  deficits  the  ingenuity  of  man 
could  hit  upon  ?  The  suggestion,  at  any 
rate,  seems  worth  making  for  the  benefit 
of  those  who  may  have  the  will  and  the 
power  to  initiate  reforms. 

But  whatever  may  be  thought  on  such 
a  point  as  this,  read  Mr.  Marks,  and  try 
to  realise  with  how  much  wisdom  we  are 
governed. 

A.  J.  Wilson. 
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THE  POSITION  OF  THE  POST 
OFFICE  SAVINGS  BANK  AND 
HOW  TO  DEAL  WITH  ITS 
DEFICIT    OF    £11,000,000 


"  This  deficiency,  in  truth,  is  a  concealed  portion  of 
the  National  Debt,  of  which  the  House  takes  no  cog- 
nisance in  the  course  of  its  ordinary  proceedings,  and 
it  is  never  brought  before  it  as  a  portion  of  the  national 
obligations." 

"...  the  annual  account  is  naturally  and  reasonably 
based  upon  the  price  of  the  public  securities  on  the  day 
when  the  account  is  taken." — Mr.  Gladstone,  June  18, 
1880  (Hansard,  3rd  series,  vol.  253,  cols.  325,  326). 

In  answer  to  a  question  put  by  Dr.  Mac- 
namara  on  March  28,  1904,  Lord  Stanley, 
the  Postmaster-General,  stated  that  on 
December  31,  1903,  the  excess  of  the  lia- 
bilities of  the  Post  Office  Savings  Bank 
over  its  assets,  taken  at  the  value  of  the 
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day,  was  "  somewhat  over   ten  millions." 
"  Somewhat  over  "  a  given  amount  is  not 
intended   to   be   an   exact   statement.     As 
a  matter  of  fact,  Lord  Stanley's  statement 
was    very    inexact  ;  over    eleven    millions 
would    have    been    nearer    to    the    truth. 
So,  at  least,  it  would  appear  by  a  question 
put  by  Mr.   Gibson  Bowles  on  August  i. 
Mr.  Bowles  stated  that  the  actual  defici- 
ency was  £11,033,060,   12s.  id.  {Hansard, 
4th    series,    vol.     139,    col.     255).     Being 
unable  to  find  this  amount  in  any  official 
statement,   I    applied    to  the  Postmaster- 
General,  inquiring  whether  the  amount  of 
the  deficiency  had  been  correctly  stated  by 
Mr.  Bowles.     In  reply,  I  received  a  letter 
from  the  secretary  of  the  General  Post  Office, 
stating  that  "the  Postmaster-General  does 
not  consider  that  he  would  be  justified  in 
supplying    a    comparison    of    these    assets 
with   the  liabilities  in   a  form  which  has 
been  acknowledged  to  be  misleading."     In 
the    circumstances,    it    may,    however,    be 
taken   for   granted   that   Mr.    Bowles   was 
quoting  official   figures,   and   that   we   are 
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therefore  justified  in  stating  that  on 
December  31,  1903,  the  deficiency  was  in 
excess  of  -fi  1,000,000.  In  other  words, 
the  assets,  on  the  valuation  of  December 
31,  1903,  represented  18s.  6d.  in  the  £. 

In  his  answer  to  Mr.  Bowles,  Lord  Stanley 
stated  (as  in  the  letter  quoted  above)  that 
a  valuation  on  the  basis  of  the  average 
market  price  of  the  day  is  "  misleading." 
"  Misleading  "  is  hardly  the  correct  word  ; 
'  inadequate  "  would  be  more  appropriate. 
For  any  attempt  to  realise  a  vast  mass  of 
securities,  even  of  Consols,  would  certainly 
drive  down  the  market  price.  This  is  so 
well  recognised  that  the  great  joint-stock 
banks  have  applied  a  portion  of  their 
profits  to  writing  down  to  85  the  Consols 
held  among  their  securities.  At  the  last 
valuation  of  the  securities  of  the  Post 
Office  Savings  Bank,  Consols  were  taken 
at  87-J,  a  valuation  which  might  well  be 
described  as  inadequate,  though  not  mis- 
leading. 

The  present  position  of  the  Post  Office 
Savings  Bank  is  one  of  the  results  of  the 
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war.  The  increase  in  the  amount  of  the 
public  debt,  accompanied  by  the  breach 
of  faith  towards  the  public  creditor  in 
suspending  the  action  of  the  Sinking  Fund, 
lowered  the  price  of  Consols  from  114  to 
the  price  of  the  valuation  on  December 
31,  1903,  namely,  87-J.  From  the  establish- 
ment of  the  Post  Office  Savings  Bank 
in  1861  till  the  close  of  1899  the  balance- 
sheets  of  the  Post  Office  Savings  Bank 
had  constantly  shown  a  surplus  of  assets 
over  liabilities.  The  method  of  valuation 
has  not  always  been  the  same.  At  the 
outset  the  securities  were  estimated  at  the 
cost  price ;  then  for  a  very  few  years 
the  value  was  assessed  by  a  method  which 
we  need  not  stay  to  consider.  Finally, 
in  1882  the  balance-sheet  for  the  first  time 
showed  a  valuation  "  at  the  average  price 
of  December  31,"  a  plan  of  valuation 
which  was  consistently  followed  up  to  and 
including  the  balance-sheet  of  1902.  But 
under  whatever  method  of  valuation,  the 
balance-sheet  showed  till  recently  a  surplus 
of    assets    over    liabilities.     These    are,    in 
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round     figures,     the     figures     for     recent 
years : 

1898  surplus         ....     ^10,702,000 

This  was  the  last  balance-sheet  before 
the  war,  which  began  in  October  1899. 
When  the  balance-sheet  was  made  up  on 
December  31,  1899,  the  war  had  been  going 
on  for  two  and  a  half  months.  Its  effect 
on  the  balance-sheet  of  the  Post  Office 
Savings  Bank  is  marked.  The  large 
surplus  had  entirely  disappeared,  and  in 
its  place  we  find  a  deficiency  : 

1890  deficiency      ....        ^504,000 

This  deficiency  has  constantly  increased  : 

1900  deficiency       ....     ^2,040,000 

1901  „  ....       5,148,000 

1902  „  ....       5,945,000 

1903  „  ....     11,033,000 

Thus  between  the  surplus  of  1898  and 
the  deficiency  of  1903  there  is  a  difference 
of  £21,735,000.  Of  this  we  may  allow 
that  a  portion  was  due  to  the  reduction 
in  the  rate  of  interest  on  Consols  from 
2|-  to  2\  per  cent.,  but  by  far  the  greater 
portion  of  the  deficiency  was  due  to  the 
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war  in  South  Africa.  The  reader  will  not 
need  to  be  reminded  that  the  difference 
is  more  than  double  the  entire  cost  of  the 
war,  according  to  estimates  formed  at  the 
outset. 

During  the  whole  of  the  period,  extending 
over  five  years,  in  which  the  deficit  has 
gone  on  continually  increasing,  the  Govern- 
ment has  been  in  possession  of  statutory 
powers  expressly  devised  to  meet  the 
contingency  of  a  deficiency.  By  24  and 
25  Vict.  (1861)  c.  14,  s.  6,  it  was  enacted 
that : 

"  If  at  any  time  the  fund  to  be  created  under  the 
authority  of  this  Act  by  the  investment  of  the  deposits 
shall  be  insufficient  to  meet  the  lawful  claims  of  all 
depositors,  it  shall  be  lawful  for  the  Treasury,  upon 
being  duly  informed  thereof  by  the  Commissioners  for 
the  Reduction  of  the  National  Debt,  to  issue  the  amount 
of  such  deficiency  out  of  the  Consolidated  Fund  of 
the  United  Kingdom,  or  out  of  the  growing  produce 
1  hereof,  and  the  Treasury  shall  certify  such  deficiency 
to  Parliament." 

In  answer  to  a  question  put  by  Dr. 
Macnamara  on  April  14,  1904,  in  which 
he  quoted  this  provision,  Mr.  Victor 
Cavendish  replied  on  behalf  of  Mr.  Balfour 
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that  "  no  necessity  for  such  an  issue  has 
arisen  " — -such  an  issue,  that  is,  as  the  Act 
directs.  Before  this,  on  January  21,  1904, 
the  Postmaster-General  stated  in  a  letter 
to  me  that  "  as  this  contingency  " — the 
contingency  mentioned  in  the  section — 
"  has  not  presented  itself,  it  has  not  been 
necessary  for  the  Treasury  to  take  action 
in  the  manner  provided." 

Now  there  can  be  no  question  as  to  the 
figures  ;  they  are  taken  from  the  annual 
reports  of  the  Postmaster-General  laid 
before  Parliament.  The  only  point  at 
issue,  therefore,  is  the  meaning  to  be 
attached  to  the  word  "  deficiency."  There 
are  but  two  ways  of  establishing  the  fact 
of  a  deficiency.  A  deficiency,  estimated, 
contingent,  or  prospective,  exists  when  the 
market  value  of  securities  has  fallen  below 
the  total  sum  due  to  depositors.  This  is 
the  view  on  which  every  sound  business 
in  the  kingdom  is  conducted.  But  if  we 
refuse  to  accept  the  view  that  a  deficiency 
is  established  by  a  valuation  of  securities, 
how  can  it  be  established  ?     In  only  one 

15 


POST  OFFICE  SAVINGS  BANK 

other  way.  When  every  block  of  market- 
able stock  shall  have  been  sold,  when 
Israel  shall  have  advanced  the  uttermost 
farthing  on  "  Book  Debt  Annuity  expiring 
1924,  per  62  and  63  Vict.  c.  9  ;  63  Vict, 
c.  7  ;  and  3  Edw.  VII.  c.  7,"  and  twenty- 
three  more  job  lots  of  Terminable  Annuities, 
then,  indeed,  the  contingency  will  present 
itself  in  the  form  of  an  angry  crowd  kicking 
at  the  door  of  the  Post  Office  Savings  Bank, 
temporarily  closed  while  the  Postmaster- 
General,  the  Assistant  Secretary  to  the 
Treasury,  and  the  Commissioners  for  the 
Reduction  of  the  National  Debt,  are  seek- 
ing to  transmute  into  golden  sovereigns 
the  statutory  charge  upon  the  Consolidated 
Fund  of  the  United  Kingdom,  and  the 
growing  produce  thereof.  They  might  not 
succeed.  That  would  seem  to  be  the 
forecast  of  the  Assistant  Secretary  to  the 
Treasury,  who  has  sketched  the  scene 
with  the  light  and  rapid  touch  of  a  master  : 
"  I  suppose  the  Bank  Act  would  have 
to  be  suspended,  and  the  Government 
would     give     I.O.U.'s     in     the     shape    of 
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bonds"     {Select     Committee     on     Savings 
Banks  Fluids,  1902.     Qucs.  1055). 

It  is  hardly  necessary  to  say  that  those 
who  framed  the  Act  establishing  the  Post 
Office  Savings  Bank  would  have  energetic- 
ally repudiated  the  present  official  construc- 
tion of  the  section  of  the  Act.  It  was 
intended  that  recourse  should  be  had  to 
the  Consolidated  Fund  when  a  deficiency 
was  established  by  valuation  of  the 
securities.  The  construction  which  every 
business  man  would  place  on  the  words 
is  that  intended  by  the  framers  of  the 
Act.  This  is  not  a  matter  merely  of 
conjecture  ;  the  meaning  of  "  deficiency  " 
in  this  connection  is  defined  in  two  Acts 
of  Parliament  relating  to  the  cognate 
subject  of  the  balance-sheets  of  the  Trustee 
Savings  Banks.  The  Act  26  and  27  Vict. 
(1863)  directs  the  preparation  of  a  balance- 
sheet  in  which  securities  shall  be  taken 
at  the  market  price  of  the  day  (Section  6). 
Then  the  Act  continues  (Section  7)  :  'If 
it  shall  appear  upon  such  balance-sheet 
that  the  amount  at  the  credit  of  the  said 
b  17 
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accounts  is  insufficient  to  meet  the  liabilities 
as  therein  set  forth,  and  the  Commissioners 
of  Her  Majesty's  Treasury  shall  be  satisfied 
thereof,  the  said  Commissioners  shall  by 
warrant  under  their  hands  declare  the 
amount  of  such  deficiency  to  be  a  charge 
on  the  Consolidated  Fund  of  the  United 
Kingdom." 

A  similar  interpretation  of  the  word 
"  deficiency  "  is  found  in  the  Act  43  and 
44  Vict.  (1889)  c.  36  :  "  Whereas  in  pur- 
suance of  the  Savings  Bank  Investment 
Act,  1863,  the  National  Debt  Commissioners 
annually  prepare  a  balance-sheet  showing 
the  assets  and  liabilities  of  the  Com- 
missioners in  respect  of  Trustee  Savings 
Banks  on  the  twentieth  day  of  November, 
and  the  said  balance-sheet  has  annually 
shown  a  deficiency  of  the  said  assets  to 
meet  the  said  liabilities,  and  such  deficiency 
has,  in  pursuance  of  the  said  Act,  been 
declared  by  the  Treasury  to  be  a  charge 
on  the  Consolidated  Fund  of  the  United 
Kingdom.  .  .  ."  Here,  then,  we  have  not 
merely  a  theoretical  interpretation,  but  an 
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interpretation    which    has    been    accepted 
as  the  basis  of  certain  acts. 

On  the  irrefragable  evidence  of  an  Act 
of  Parliament,  the  correct  interpretation 
of  which  is  proved  by  the  construction 
placed  upon  its  provisions  by  two  other 
Acts  put  into  actual  operation,  I  charge 
upon  the  Government  that,  in  order  to 
conceal  as  far  as  possible  the  deficiency 
in  the  assets  of  the  Post  Office  Savings 
Bank,  it  has  for  five  years  neglected  to 
avail  itself  of  statutory  powers  expressly 
designed  with  the  view  of  keeping  the  Bank 
in  a  financial  position  relatively  sound. 

But  the  Government  has  been  guilty  of 
something  worse  even  than  acts  of  omission. 
Incredible  as  it  will  appear  to  those  not 
yet  acquainted  with  the  fact,  the  Govern- 
ment actually  succeeded  in  passing  during 
the  last  session  of  Parliament  an  Act  to 
release  the  Postmaster-General  from  the 
statutory  obligation  of  publishing  a  balance- 
sheet.  A  Bill  to  "  amend  the  Savings 
Banks  Acts  "  was  introduced  in  February 
1904,    and   was    referred   to   the   Standing 
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Committee  on  Trade.  This  Committee  is 
composed,  as  I  am  given  to  understand, 
of  members  of  Parliament  credited  with 
a  knowledge  of  commercial  matters.  A 
reference  to  the  Committee  is  made  for 
the  purpose  of  bringing  to  bear  on  a  Bill 
the  opinion  and  advice  of  experts.  This 
Committee  sat  on  April  25  to  consider  the 
Bill.  The  Chancellor  of  the  Exchequer — 
Mr.  Austen  Chamberlain  —  proposed  a 
new  clause,  a  clause  not  in  the  Bill  as 
introduced.  This  clause  directed  the 
preparation  in  future  of  a  statement  of 
the  liabilities  to  depositors  of  both  the 
Post  Office  Savings  Bank  and  the  Trustee 
Savings  Banks,  together  with  a  statement 
of  "  the  nature  and  amount  of  the  securities 
held  "  to  meet  those  liabilities— in  a  word, 
a  bare  statement,  without  a  valuation. 
The  second  part  of  the  clause  runs  as 
follows.  :  "  The  obligation  of  the  National 
Debt  Commissioners  and  the  Postmaster- 
General  to  prepare  a  balance-sheet  under 
Section  6  of  the  Savings  Bank  Investment 
Act,  1863,  and  Section  9  of  the  Post  Office 
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Savings  Bank  Act,  1861,  shall  cease." 
The  clause  then  goes  on  to  reassert  the 
liability  of  the  Consolidated  Fund  for 
those  liabilities.  I  anticipate  the  desire 
of  posterity,  inspired  not  necessarily  by 
gratitude,  but  certainly  by  curiosity,  to 
know  the  names  of  the  experts  of  the 
Standing  Committee  on  Trade  who 
approved  the  proposal  to  suppress  the 
balance-sheet.  The  following  gentlemen 
are  stated  to  have  been  present  on  the 
occasion  :— 

Mr.  Stuart-Wortley  in  the  chair  ;  Air.  Baird,  Sir 
Frederick  Banbury,  Mr.  Victor  Cavendish,  the  Chan- 
cellor of  the  Exchequer  (Mr.  Austen  Chamberlain),  Sir 
John  Colomb,  Mr.  Doogan,  Mr.  Edmund  Faber,  Mr. 
Galloway,  Sir  Brampton  Gurdon,  Sir  James  Haslet t, 
Mr.  Bonar  Law,  Mr.  Charles  M'Arthur,  Mr.  Pike  Pease. 
Sir  Albert  Rollit,  Mr.  T.  W.  Russell,  Sir  William  Tomlin- 
son,  Sir  William  Walrond,  Colonel  Williams,  Lord 
Willoughby  de  Eresby,  Mr.  Wolff,  Sir  James  Woodhouse. 
and  Mr.  Yoxall. 

To  concur  in  the  suppression  of  the 
balance-sheet  of  a  bank  is  bold.  Still 
bolder  is  the  suppression  itself  as  an  act 
of  strategy.  It  is  bolder  than  anything 
hitherto  attempted  by  the  buccaneers  of 
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finance.  Indeed,  the  law  has,  I  believe, 
sharp  penalties  in  reserve  for  the  private 
person  who  should  make  this  attempt  to 
cover  up  rotten  finance. 

The  Bill  passed  through  all  stages  in 
both  Houses  of  Parliament  without,  so  far 
as  Hansard  reveals,  a  word  of  protest  or 
even  of  comment  on  this  remarkable 
'  amendment."  The  Act  became  law  on 
August  i.  The  Postmaster-General  is  by 
law  required  to  present  his  report  before 
the  last  day  of  July.  He  did  not  present 
it  till  some  days  after  the  Savings  Banks 
Amendments  Bill  had  received  the  Royal 
assent.  This  seems  to  have  been  held, 
nevertheless,  to  cover  the  suppression  of 
the  overdue  balance-sheet.  At  all  events, 
the  fiftieth  report  of  the  Postmaster- 
General,  as  issued  to  the  public,  contains 
no  valuation  of  securities,  nor  does  it 
contain  a  balance-sheet. 

The  genesis  of  this  brilliant  strategy 
is  to  be  found  in  the  report  of  the  Select 
Committee  on  Savings  Banks  Funds  (1902). 
Having  expressed  the  opinion  that   "  the 
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present  system  is  a  very  misleading  one," 
Sir  Edward  W.  Hamilton,  K.C.B.,  Assistant 
Secretary  to  the  Treasury,  was  asked  by 
Sir  Michael  Hicks-Beach,  "  What  would 
you  suggest  in  its  place  ?  '  He  replied, 
"  I  should  suggest  in  its  place  a  simple 
statement  of  the  assets  held  on  account 
of  these  banks,  leaving  it  to  anybody 
to  make  any  valuation  he  liked."  In 
order  to  realise  fully  the  attitude  of  this 
servant  of  the  State  towards  the  public, 
it  is  necessary  to  remember  that  about 
one-third  of  the  securities  held  on  account 
of  the  Post  Office  Savings  Bank  consists 
of  Terminable  Annuities  which  "  anybody  ' 
could  not  value  "as  he  liked  "  without 
information  outside  "  a  simple  statement  ' 
such  as  that  contained  in  the  fiftieth 
report. 

When  an  institution  responsible  to  the 
public  for  a  sum  of  money  almost  fabulous 
in  its  magnitude  is  in  such  a  position  that 
the  Government  thinks  it  necessary  to 
resort  to  the  violent  method  of  suppressing 
its  balance-sheet,  it  is  evident  that  in  one 
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way  or  another  we  shall  soon  be  compelled 
to  consider  carefully  the  whole  question  of 
Savings  Banks.  As  a  contribution  to  the 
discussion,  I  will  in  succeeding  articles 
endeavour  to  show  more  fully  the  position 
of  the  Post  Office  Savings  Bank.  From  that 
we  will  proceed  to  consider  the  principles 
which  should  regulate  the  conduct  of  a 
savings  bank,  and  to  inquire  how  far  the 
Post  Office  Savings  Bank  has  conformed  to 
those  principles.  Finally,  we  will  consider 
what  is  necessary  to  be  done  in  order  to 
place  this  institution  on  a  safe  basis, 
and  thus  to  avert  a  great  and  imminent 
danger  at  present  hanging  over  the  State 
and  the  public. 

Note  to  p.  10. — It  has  since  been  pointed  out  by  Mr. 
Bowles  in  a  letter  to  the  Press  (Dec.  27)  that  the  amount 
of  the  deficit  is  stated  in  Finance  Accounts  1 903-1 904 
(219),  p.  100,  where  we  find  the  following  in  the  "  State- 
ment of  Contingent  or  Nominal  Liabilities  "  : — 

"  '  Post  Office  Savings  Banks,  ^11,033,060,  12s.  id.' 
On  the  31st  December  1903  the  assets,  valued  at  the 
market  price  of  the  day,  held  by  the  Government  on 
behalf  of  the  Post  Office  Savings  Banks  were  insufficient 
by  £1 1,033,060,  12s.  id.  to  meet  the  total  amount  of 
deposits.  Under  sec.  6  of  24  Vict.  c.  14  the  Consolidated 
Fund  is  liable  to  make  good  any  deficiency." 
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"...  the  dangers  to  which  the  country  is  subject, 
which  are  increasing  from  year  to  year.  These  I  know 
Mr.  Huskisson  to  have  described  as  the  greatest  danger 
to  which  the  British  Empire  was  exposed  financially, 
namely,  the  responsibility  to  the  Savings  Banks." — 
Lord  Monteagle  (ex-Chancellor  of  the  Exchequer) 
{Report  of  the  Select  Committee  on  Savings  Banks,  1858. 
Ques.  4430). 

"  Can  you  imagine  a  banker  carrying  on  business  in 
that  way?  Such  a  course  would  ruin  any  banker  in  a 
month." — Lord  Sherbrooke  (then  Mr.  Lowe),  June  5, 
1875  {Hansard,  3rd  series,  vol.  224,  col.  1429). 

It  will  be  well  to  premise  that,  except 
where  the  contrary  is  made  evident,  what 
will  hereafter  be  said  is  in  relation  to 
the  Post  Office  Savings  Bank.  Much, 
however,  will  apply  also  to  the  Trustee 
Savings  Banks,  holding  deposits  to  a  total 
of  nearly  £55,000,000,  and  showing  on  the 
last  balance-sheet  a  deficit  of  £3,734,000. 
A  deficit  of  varying  magnitude    has   been 
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a  feature  in  the  history  of  these  institu- 
tions for  more  than  fifty  years  past.  It 
will  have  been  observed  that  the  sup- 
pression of  the  balance-sheet  of  the  aggre- 
gated Trustee  Savings  Banks  was  also 
effected  by  the  recent  Act. 

Actual  inquiry  has  shown  that  even 
among  those  whose  business  imposes  on 
them  the  necessity  of  noting  important 
facts  in  connection  with  monetary  insti- 
tutions, but  little  heed  is  given  to  the 
position  of  the  Post  Office  Savings  Bank. 
Nevertheless,  the  magnitude  of  the  sum 
held  by  this  institution  makes  the  conduct 
of  its  affairs  a  subject  of  the  greatest 
importance.  The  sum  due  to  depositors 
in  the  Post  Office  Savings  Bank  reached, 
on  December  31,  1903,  the  enormous 
total  of  £146,000,000.  To  enable  us  to 
realise  the  magnitude  of  this  sum,  let 
us  compare  it  with  the  deposits  held  by 
some  of  the  largest  joint-stock  banks. 
All  figures  relating  to  these  banks  are 
taken  from  the  admirable  tables,  well 
known  to  all  bankers,  the  Analysis  pub- 
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lished  half-yearly  by  Mr.  H.  W.  Birks. 
The  figures  cited  are  those  relating  to 
the  position  of  the  joint-stock  banks  on 
December  31,  1903. 

We  will  take  the  following  as  showing 
an  aggregate  nearly  the  same  as  the 
amount  of  the  deposits  of  the  Post  Office 
Savings  Bank,  but  slightly  exceeding  that 
total  : 

London  and  Westminster  Bank   .  £2$, 573,000 

London  Joint-Stock  Bank    .         .  16,773,000 

London  and  County  Bank    .         .  43,669,000 

London  City  and  Midland  Bank  .  45,423,000 

London  and  South-Western  Bank  13,282,000 


Total  .         .  .  ^147,720,000 

In  regard  to  liability  to  sudden  with- 
drawals the  Post  Office  Savings  Bank 
has  some  advantage,  of  which  it  has  not 
been  able  wholly  to  divest  itself  by  the 
device  of  "  telegraphic  withdrawals."  It 
is  only  necessary  to  note  here  that  a 
portion  of  the  "  deposits  "  of  the  joint- 
stock  banks  consists  of  deposits  at  notice 
as  distinguished  from  current  accounts. 

Now,  let  us  look  at  what  is  behind  the 

27 


POST  OFFICE  SAVINGS  BANK 

deposits  in  the  two  cases.  The  deposits 
of  the  Post  Office  Savings  Bank  are  secured 
by  stocks,  equal,  according  to  the  valua- 
tion of  December  31,  1903,  to  18s.  6d. 
in  the  £.  Behind  this  is  the  guarantee 
of  the  State.  That  is  all.  The  State 
guarantee  is  held  to  absolve  the  institu- 
tion from  the  necessity  of  keeping  any 
cash  reserve.  As  a  matter  of  fact,  it 
keeps  none. 

On  the  other  hand,  the  five  joint-stock 
banks  were  found  to  hold  the  following 
amounts  in  "  Cash  in  hand  and  at  the 
Bank  of  England  "  : 


London  and  Westminster  Bank 
London  Joint-Stock  Bank 
London  and  County  Bank 
London  City  and  Midland  Bank 
London  and  Soulli-Western  Bank 


^4,656,000 
2,863,000 
8,093,000 
9,194,000 
1,777,000 


Total      .         .         .  ^26,583,000 

In  the  one  case  26J  millions  of  cash  ; 
in  the  other,  nil.  We  might  almost  be 
content  to  let  the  comparison  rest  here. 
But  let  us  look  further.  The  five  banks 
held  over  18  millions  of  "  Cash  at  Call," 
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that  is,  money  lent  at  call  or  short  notice 
secured  by  first-class  bills  of  exchange 
or  first-class  securities.  They  also  held 
28  millions  of  Government  and  other 
securities,  including  a  large  amount  of 
Consols  written  down  to  85  as  a  measure 
of  precaution  to  anticipate  loss  by  sudden 
realisation.  Further,  they  held  bills  of 
exchange  to  the  amount  of  nearly  95 
millions,  a  certain  proportion  of  which, 
not  ascertainable,  consisted  of  bills  of 
the  highest  class,  almost  as  marketable 
as  Consols  themselves. 

Successive  Governments  have  put  pres- 
sure on  the  joint -stock  banks  with  the 
object  of  obtaining  greater  security  for 
the  public.  This  has  been  rightly  done, 
as  the  security  of  the  banks  is  a  matter 
of  the  greatest  public  interest.  If  the 
Government  would  go  a  little  further  and 
bring  about,  as  it  easily  could  do,  the 
publication  of  weekly  instead  of  monthly 
statements  of  liabilities  and  assets,  it 
would  do  well.  The  somewhat  discredit- 
able practice  of    '  window-dressing  '    (not, 
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be  it  said,  adopted  by  the  soundest 
banks)  would  thereby  be  wholly  abolished. 
It  must,  however,  be  admitted  that  the 
banks  have,  in  the  main,  loyally  re- 
sponded to  the  requirements  of  Govern- 
ments. 

But  while  this  has  been  the  case,  while 
Governments  have  been  quite  rightly 
urging  reforms  upon  the  joint-stock  banks, 
no  account  whatever  has  been  taken  by 
those  Governments  of  the  position  of 
the  State  Bank  for  Savings.  The  joint- 
stock  banks  would  have  been  amply 
justified  in  demanding  that  the  Govern- 
ment should  set  its  own  bank  in  order. 
The  joint-stock  banks  are  indeed  to  blame 
that  they  have  not  insisted  upon  this. 
I  cannot  recollect  that  they  have  ever 
moved  in  the  matter,  except  to  protest 
against  the  raising  of  the  limits. 

It  is  impossible  to  deny  that  the  joint- 
stock  banks  are  far  better  prepared  to 
meet  a  sudden  demand  for  repayment  of 
money  entrusted  to  them  than  is  the  Post 
Office    Savings    Bank,    which    would    be 
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compelled  to  sell  securities  at  the  first 
onset.  But  the  guarantee  of  the  State 
is  held  by  the  representatives  of  the 
Government  to  absolve  the  Post  Office 
Savings  Bank  from  the  necessity  of  keep- 
ing any  cash  reserve.  Sir  E.  W.  Hamilton, 
K.C.B.,  the  Assistant  Secretary  to  the 
Treasury,  expressed  this  view  in  his 
deposition  to  the  Select  Committee.  To 
keep  a  reserve  would  be  '  a  wholly  un- 
necessary thing  "  ;  'a  wholly  useless  and 
wasteful  amusement  "  ;  'it  would  be 
locking  up  an  enormous  amount  of  money 
for  no  purpose,  so  far  as  I  can  see ' 
(Oues.  1053).  One  may  well  tremble  to 
rind  these  views  held  by  the  official  who 
appears  to  be  mainly  responsible  for  the 
safety  of  the  Post  Office  Savings  Bank. 
His  remarks  on  what  might  happen  in 
the  event  of  large  withdrawals  have  been 
quoted.  They  are  confirmed  by  what 
did  actually  happen  to  the  French  Savings 
Bank  in  1848.  When  there  was  no  more 
money  in  the  till,  depositors  received 
"  I.O.U.'s  in  the  shape  of  bonds."     These 
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bonds  were  redeemed,  we  are  told,  "  under 
the  Empire."  No  date  is  given  ;  but  as 
the  Second  Empire  was  established  at  the 
end  of  1852,  these  poor  people  must  have 
nursed  these  "  I.O.U.'s  in  the  shape  of 
bonds  '  for  at  least  four  years  (Report 
of  the  Select  Committee  on  Savings  Banks, 
1857-1858.     Ques.  1744-1745). 

The  fact  is  that  a  blind  reliance  is 
placed  on  the  guarantee  of  the  Govern- 
ment :  no  one  sufficiently  considering  how, 
in  case  of  need,  this  guarantee  could  be 
made  to  provide  coin.  We  may  admit 
that  the  fact  of  the  guarantee  of  the 
Government  renders  the  Post  Office 
Savings  Bank  less  liable  to  a  run.  But 
the  Post  Office  Savings  Bank  is  still,  if 
in  a  less  degree,  liable  to  large  withdrawals. 
It  is  not  agreeable  to  trading  banks  to  let 
a  considerable  portion  of  their  assets 
remain  unused,  but,  assisted  by  the  demand 
of  the  public  for  greater  security,  they 
have  wisely  recognised  facts,  and  con- 
stantly hold  themselves  in  readiness  to 
meet   large   withdrawals.     It   is   a   matter 
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of  urgent  necessity  that  public  opinion 
should  be  directed  towards  securing  in 
the  same  way  the  position  of  the  Post 
Office  Savings  Bank,  holding  deposits 
equal  to  the  aggregate  of  deposits  held  by 
five  large  joint-stock  banks. 
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"It  would  be  absurd  for  the  Government  and  Parlia- 
ment, even  for  the  purpose  of  encouraging  provident 
habits  among  the  poor,  to  make  the  working  classes 
of  the  country  pensioners  on  the  Exchequer.  To  such 
a  principle  I  should  be  altogether  opposed ;  and  if  such 
were  found  to  be  the  operation  of  the  Bill,  it  would  be 
your  duty  to  check  and  limit  its  operation,  so  as  to 
prevent  so  enormous  an  evil." — Mr.  Gladstone,  April  8, 
1861  (Hansard,  3rd  series,  vol.  162,  col.  272). 

We  have  now  to  consider  the  principles 
which  should  regulate  the  conduct  of  a 
savings  bank,  and  to  inquire  how  far 
the  Post  Office  Savings  Bank  has  observed 
or  departed  from  those  principles. 

The  proper  objects  of  a  savings  bank, 
implied,  indeed,  in  its  name,  have  been 
stated  by  many  writers.  Mr.  Arthur 
Scratchley,  regarded  as  one  of  the  principal 
English   authorities   on   the    subject,    thus 
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states     the     proper     aim     of     a     savings 
bank  : 

"The  design  and  proper  aim  of  a  savings  bank  is  the 
encouragement  of  provident  habits  among  the  working 
classes,  and  it  is  therefore  evident  that  those  whose 
savings  are  sufficiently  large  to  be  made  productive  in 
the  ordinary  channels  of  trade  and  commerce  should  not 
be  sharers  in  its  advantages,  and  that  the  prime  object 
of  the  Government  should  be  to  give  an  impulse  to  the 
augmentation  of  the  number  of  depositors  of  small 
sums"  (A  Practical  Treatise  on  Savings  Banks,  i860, 
p.  167). 

But  nowhere  are  the  proper  objects 
and  limitations  of  a  savings  bank  so 
luminously  stated  as  by  a  writer  known 
to  me  only  by  a  quotation  made  by  Mr. 
Scratchley.  The  following  passage  (here 
translated  from  the  original  French)  is 
given  in  a  pamphlet  of  12  pages,  The 
New  "  Post  Office  Savings  Bank  "  System, 
and  the  Five  Millions  Deficiency  in  Savings 
Banks  Securities,  published  by  Mr. 
Scratchley  in  1862  as  a  supplement  to 
his  Treatise.  The  author  quoted  is 
M.  Visschers,  in  his  "  Iitudes  sitr  les 
Caisses    d'Epargne  "  : 

"  The    principal    service    of    the    savings 

35 


POST  OFFICE  SAVINGS  BANK 

bank,"  says  M.  Visschers,  "  is  not  to 
find  use  for  the  capital  of  a  small  manu- 
facturer, tradesman,  or  farmer.  .  .  .  The 
service  rendered  by  the  savings  bank  is 
and  should  alone  be  to  permit  them  to 
amass  their  savings  little  by  little,  so 
that  they  may  take  them  back  when, 
relatively  to  the  position  of  the  depositors, 
they  form  a  capital.  The  safe  keeping, 
the  accumulation  of  these  savings  is  the 
greatest  benefit  conferred  by  the  savings 
bank.  In  comparison  with  this  advan- 
tage, the  rate  of  interest  allowed  is  an 
object  altogether  secondary.  Everywhere 
there  has  been  placed  a  limit  to 
the  amount  of  deposits,  because,  having 
regard  to  the  public  interest,  as  soon  as 
a  capital  has  been  accumulated,  it  is  a 
thousand  times  better  that  it  should  be 
in  the  hands  of  an  artisan  or  a  tradesman 
than  in  the  hands  of  the  State." 

According  to  this  just  view,  the  State 
may  not  only  be  doing  no  good  in  attract- 
ing deposits  ;  beyond  a  certain  point  it 
will  be  doing  harm.     M.  Visschers  clearly 
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foresaw  that  a  savings  bank  might  come, 
as  has  been  the  case  with  the  Post  Office 
Savings  Bank,  to  occupy  a  dangerous 
position.  He  shows  how  to  avoid  this. 
He  says  :  "By  carefully  limiting  the 
maximum  amount  of  deposits,  and  by 
fixing  a  low  rate  of  interest,  which  should 
be  at  least  i  per  cent,  below  the  average 
return  of  the  public  funds  in  ordinary 
times, — thus  reduced  in  its  proportions, 
the  problem  becomes  less  alarming." 

To  only  the  first  of  these  propositions, 
the  limitation  of  deposits,  have  those 
responsible  for  the  management  of  the 
English  savings  banks  rendered  the  homage 
even  of  lip-service.  As  to  the  rate  of 
interest,  the  rate  allowed  by  the  Govern- 
ment to  the  old  Trustee  Savings  Banks 
was  originally  fixed  at  £4,  ns.  3d.  per 
cent.  ;  the  rate  paid  to  depositors,  based 
on  this,  was,  of  course,  somewhat  less. 
The  rate  was  reduced  from  time  to  time. 
Finally,  the  rate  for  deposits  in  the  Post 
Office  Savings  Bank  was  fixed  by  Parlia- 
ment  in    1861    at   £2,    10s.    per   cent,    per 
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annum.  At  this  it  has  remained,  although 
the  rate  of  interest  on  Consols  has  been 
successively  reduced  from  3  to  2 J,  and, 
finally,  to  2 J  per  cent.  The  Post  Office 
Savings  Bank  continues  to  allow  the  rate 
fixed  more  than  forty  years  ago,  when 
money  generally  commanded  a  higher  rate 
than  to-day.  It  also  allows  compound 
interest.  At  the  rate  allowed,  2 \  per  cent., 
a  deposit  would,  theoretically,  double  itself 
in  somewhat  less  than  thirty  years. 

The  amount  due  to  depositors  in  the 
Post  Office  Savings  Bank  has  increased 
with  a  rapidity  truly  alarming  : 


1862 
1872 
1882 
1892 
1902 


^1,698,221 
19,318,339 
39,037,821 

75, 853.079 
144,605,087 


But  notwithstanding  that  the  amount 
had  shown  a  tendency  to  double  itself 
in  ten  years,  the  Government,  far  from 
seeking  to  lessen  the  rate  of  increase, 
gave  a  fresh  stimulus  to  depositors. 
Originally  the  limits  to  deposits  were 
fixed    at — annual,    /"30  ;  total,    £150.     In 
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1880,  Mr.  Gladstone  sought  to  raise  these 
limits  to  £100  and  £300  respectively. 
The  opposition  to  this  was  so  strong  that 
the  proposal  was  abandoned,  but,  by 
Acts  passed  in  1891  and  1893,  the  original 
limits  were  extended  to — annual,  £50 ; 
total,  /200. 

Long  before  this  time  the  original  and 
legitimate  purpose  of  savings  banks  had 
been  clean  forgotten,  together  with  the 
limitations  imposed  by  that  legitimate 
object.  In  the  evidence  given  before 
the  Select  Committee  of  1902,  it  comes 
out  every  now  and  again  that  the  managers 
of  the  Trustee  Savings  Banks  have  not 
merely  not  discouraged  accounts  relatively 
large,  but  that  they  have  done  what  they 
could  to  encourage  them,  as  being  more 
profitable.  As  to  the  Post  Office  Savings 
Bank,  not  only  has  it  raised  the  limit  of 
deposits,  but  the  following  may  be  found 
in  the  Postal  Guide  :  "  When  a  depositor 
has  £200  to  the  credit  of  his  deposit 
account,  he  cannot  make  any  further 
ordinary    deposit  ;  but    if   he    reduces    his 
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balance  by  a  withdrawal,  a  transfer  to 
another  account/'  etc.  etc.  It  is  perhaps 
not  uncharitable  to  see  in  these  last  words 
a  gentle  hint  to  the  depositor  that  he  can 
evade  the  regulations  as  to  limit  by 
opening  a  new  account  in  the  name  of 
wife  or  child.  Nothing,  indeed,  seems  to 
have  been  left  undone  to  increase  a  business 
already  ruinous  in  its  proportions. 

The  evidence  given  to  the  Committee 
of  1902  appears  to  establish  conclusively 
that  the  depositors  in  the  Post  Office 
Savings  Bank  belong  to  two  classes.  On 
the  one  hand  are  those  who  seek  a  safe 
place  for  their  savings,  with  very  little  or 
no  care  for  the  interest ;  on  the  other, 
those  who  are  attracted  by  a  rate  of 
interest  higher  than  can  be  obtained  for 
deposits  elsewhere.  The  first  class — the 
class  for  which  savings  banks  were  founded 
— consists  of  the  small  depositors,  the 
second  of  the  larger  depositors.  The 
smaller  deposits  are  the  more  stable,  the 
larger  the  more  liable  to  withdrawal,  the 
depositors  being  apt   to  seek   a   more  rc- 
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munerative  employment  for  their  funds. 
Needless  to  say  that  this  class  would  be 
much  more  sensible  to  a  reduction  in 
the  rate  of  interest  on  their  deposits. 

Taking  the  view  universally  accepted, 
that  the  legitimate  objects  of  a  savings 
bank  are  to  be  found  in  the  thrifty  working 
class,  and  that  middle-class  depositors  are 
in  a  sort  intruders,  we  shall  find  a  very 
remarkable  deterioration  in  the  character 
of  the  deposits,  such,  indeed,  as  we  might 
be  prepared  to  expect  as  the  result  of 
raising  the  limits  of  deposits.  With  the 
view  of  showing  to  what  extent  savings 
banks  were  used  by  the  classes  for  which 
they  were  intended  a  return  was  published 
for  the  year  1852  (Accounts  and  Papers, 
1866,  LVII.)  giving  as  nearly  as  could 
be  ascertained  the  various  occupations 
of  the  depositors  and  the  amount  of  their 
deposits.  (The  report  relates,  of  course, 
to  the  trustee  banks.)  In  the  Encyclo- 
pedia Britannica  (art.  "Savings  Banks") 
we  find  the  following  comment  on  the  return 
written  by  Mr.  E.  YV.  Brabrook,  Registrar 
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for  England  of  Friendly  Societies  :  "  Not 
2  per  cent,  of  the  deposits  therefore, 
either  in  number  or  amount ,  are  made 
by  classes  whom  it  may  be  supposed  it 
was  the  intention  of  the  Legislature  to 
exclude."  In  1902,  at  a  distance  of  fifty 
years,  the  proportion  had  undergone  a 
very  remarkable  change.  Nine  per  cent, 
of  the  depositors  were  "  people  in  a  superior 
position  in  life,"  and  10  per  cent,  of  the 
depositors  held  67  or  68  per  cent,  of  the 
deposits  (Report  of  the  Select  Commit- 
tee, 1902.  Ques.  732-739).  The  secretary 
of  the  Post  Office  was  unwilling  to  admit 
that  the  9  per  cent,  of  people  in  a  superior 
position  in  life  were  the  same  as  the  10  per 
cent,  who  held  this  large  proportion  of 
deposits,  but  it  is  at  least  probable  that 
a  large  proportion  of  the  persons  were 
the  same  in  the  two  categories.  In  any 
case,  we  have  9  per  cent,  of  persons  in 
the  easier  classes  in  1902,  against  "  not 
2  per  cent."  in  1852. 

In    1857,   70   per   cent,    of   the   deposits 
belonged  to  95  per  cent,  of  the  depositors 
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{Report  of  Select  Committee,  1858,  p.  333)  ; 
in  1902,  very  nearly  the  same  percentage 
of  deposits  (67  or  68)  belonged  to  10  per 
cent,  of  the  depositors.  Nothing  can 
better  show  how  the  savings  banks  have 
been  perverted  from  their  old  and  intended 
use. 

In  1902  the  deposits  of  the  Post  Office 
Savings  Bank  amounted  to  £140,000,000,  so 
that,  roughly,  £94,000,000  would  belong 
to  10  per  cent,  of  the  depositors,  and  only 
£46,000,000  to  the  remaining  90  per  cent. 
To  sum  up  the  deductions  from  these 
most  significant  facts,  the  centre  of  gravity 
of  savings  bank  deposits  has  dangerously 
shifted  during  the  last  fifty  years. 

The  report  of  the  Postmaster-General 
for  1893  contains  a  striking  reference 
to  the  effect  of  raising  the  annual  limit 
from  £30  to  £50,  a  provision  which  came 
into  operation  on  December  21,  1893  : 

"In  the  few  days  between  December  21  and  31.  2707 
depositors  added  ^20  in  one  sum  to  the  £30  they  had 
already  deposited  within  the  year,  representing  { ;  \.\  \Q\ 
and  in  the  period  from  December  21,  1893,  lo  June  3°« 
[894,  the  sums  deposited  in  excess  of  the  old  £30  limit 
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reached  a  total  of  ^1,073,232,  the  number  of  such 
depositors  being  87,876.  Of  these  depositors  20,852 
were  of  /50  each." 

In  these  words  we  may  perhaps  find  the 
strongest  condemnation  of  the  policy  of 
extending  the  limit. 
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"  Before  savings  banks  were  ever  established,  and, 
still  more,  before  they  had  accumulated  to  their  present 
extent,  the  finances  of  England,  under  the  most  eminent 
statesmen,  were  carried  on  without  being  propped  up 
by  the  funds  of  a  charitable  institution."— Lord  Mont- 
eagle  (ex-Chancellor  of  the  Exchequer)  {Report  of  the 
Select  Committee  on  Savings  Banks,  1858.     Ques.  4397). 

"  The  funds  of  the  savings  banks  .  .  .  have  been 
constantly  used  in  recent  years  to  finance  capital 
expenditure  under  special  Acts,  and  have  thus  been 
made  to  minister  to  national  extravagance." — Econo- 
mist, November  19,  1904. 

How  has  the  present  condition  of  the 
savings  banks  arisen  ?  The  answer  is, 
that  through  most  of  the  history  of  the 
banks  the  jugglers  of  State  finance,  with 
professions  of  "  the  encouragement  of 
thrift  "  on  their  lips,  have  had  quite 
another  purpose  in  their  hearts.  The 
Select  Committee  of  1858,  after  detailing 
transactions  in  securities  from  18 17,  when 
the  Government  first  legislated  for  these 
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institutions,  to  1857,  reports  :  "  It  thus 
appears  that  large  financial  operations 
have  been  carried  on  by  means  of  the 
capital  of  savings  banks,  which  was  at 
the  command  of  the  Exchequer,  in  pur- 
chasing, selling,  and  varying  securities." 
The  Commissioners  had  not  treated  the 
money  of  the  savings  banks  as  simple 
trustees  (p.  vi).  Again  :  "  The  command 
over  so  large  a  sum  ...  is  a  material 
relief  to  the  Exchequer  at  critical  moments  " 
(p.  ix).  Speaking  in  1861,  Mr.  Gladstone 
confirmed  this:  "The  money  deposited 
with  Government  by  Trustee  Savings  Banks 
has  enabled  successive  administrations  to 
effect  an  economy  in  the  management  of 
public  money  transcending  ten  times  over 
the  charge  the  State  has  been  put  to." 
(Quoted  in  the  House  of  Commons  by  Sir 
John  Lubbock,  June  18,  1880.  I  have 
not  found  the  original.) 

In  the  House  of  Commons,  Sir  Stafford 
Northcote  said,  on  June  7,  1875  :  "  The 
deficiency  .  .  .  was  due  to  a  certain  extent 
to  the  action  of  the  Government  ;  to  the 
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use  by  former  Chancellors  of  the  Exchequer 
of  the  funds  at  their  disposal  .  .  .  many 
of  them  had  used  these  funds  for  the 
purpose  of  completing  financial  operations 
for  the  benefit  of  the  country.  Mr. 
Goulburn  had  sold  savings  bank  stock 
at  a  low  price,  and  bought  it  again  when 
the  price  was  higher"  (Hansard,  3rd 
series,  vol.  224,  col.  1475). 

The  world  has  an  ugly  name  for  him 
who,  forgetting  his  office  as  simple  trustee, 
gambles  with  the  funds  of  which  he  is 
the  appointed  guardian.  It  would  be 
altogether  absurd  to  apply  the  epithet 
of  fraudulent  trustee  to  a  Minister  who 
jobs  and  juggles  with  savings  bank  funds. 
But  the  practice  is  reprehensible  in  the 
highest  degree,  and  the  usual  results  of 
gambling  with  other  people's  money  are 
present  to  us  to-day  in  the  deficit  in 
the  Trustee  Savings  Banks.  But  notwith- 
standing the  disastrous  results  of  making 
the  savings  banks  "  auxiliaries  to  the 
Treasury  '  (the  words  are  those  of  Lord 
Monteagle),    notwithstanding    the-   defects 
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of  the  savings   bank   system  revealed  by 
the    report    of    the    Select    Committee    of 
1858,   it   was  resolved  in   1861   to  extend 
the   system   by   the   establishment   of   the 
Post     Office     Savings     Bank.      "  It     was 
necessary/'      said     Mr.     Gladstone,     "  to 
provide    for    the    savings    of    the    people 
with  safety,   cheapness,   convenience.  .  .  . 
Behind  this  I  had  an  object  of  first-rate 
importance   which   has   been   attained,   to 
provide   the   Minister   of   Finance   with   a 
strong   financial    arm,    and    to    secure    his 
independence   of  the  City  by  giving  him 
a  large  and  certain  command  of  money" 
(Morley,  Life  of  Gladstone,  vol.  ii.  p.  52). 
Here   we   have   a   clear   statement   of   the 
reasons,  ostensible  and  actual,  leading  to 
the     establishment     of     the     Post     Office 
Savings     Bank  ;     the     ostensible,    philan- 
thropic   reason    was    necessary    to    carry 
the  assent  of  Parliament  ;   the  actual  po- 
tent reason  was  the  desire  of  the  Treasury 
to    wield   financial    power.     The    old,    evil 
relations   between    the   Treasury   and   the 
savings  banks    had    not   been   established 
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or  foreseen  at  the  outset  ;  now,  visible 
as  they  were,  they  were  deliberately 
perpetuated.  To-da}'  the  entire  subservi- 
ence of  the  savings  bank  to  the  Treasury 
is  open  and  proclaimed.  (See  remarks 
of  Sir  M.  Hicks  Beach  in  the  House  of 
Commons,  August  3,  1904.)  The  aim  of 
subordinating  the  savings  banks  to  the 
needs  of  the  Treasury  has  been  pursued 
without  regard  to  ultimate  consequences. 
Mr.  Gladstone  did  not  foresee  that,  as 
the  outcome  of  securing  "  independence  of 
the  City/'  the  Government  would  one  day 
have  to  face  a  deficiency  of  £15,000,000. 
To  face  it  ?  No,  but  to  suppress  balance- 
sheets  in  the  vain  endeavour  to  hide  it. 

It  was  by  the  aid  of  the  great  deposits 
in  the  savings  banks  that  the  reduction 
in  the  rate  of  interest  in  Consols  became 
practicable  (Sir  E.  W.  Hamilton,  Con- 
version and  Redemption,  1889,  p.  9,  and 
App.  I.).  These  deposits  have  been  used 
to  lower  artificially  the  rate  of  interest 
on  the  public  debt.  Looking  at  the 
position  to-day,  one  may  incline  to  the 
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view  that   the  savings    banks    are  taking 
their  revenge. 

What  has  been  said — and  it  would 
not  be  difficult  to  multiply  largely  testi- 
mony of  a  similar  character — sufficiently 
proves  that  Government  financiers  long 
ago  completely  forgot  the  proper  objects 
and  limitations  of  the  savings  bank,  or 
rather  disregarded  them  in  the  pursuit 
of  another  and  incompatible  aim.  "  State 
exigencies  '  have  been  considered  rather 
than  the  interest  of  the  banks — with  the 
result  we  see.  The  last  valuation  of 
securities  issued — that  for  December  1902 
— shows  that  of  the  total  value  of ,  in  round 
figures,  £137,574,000,  only  £93,000,000 
was  in  liquid  securities  ;  nearly 
£43,000,000  was  the  value  assigned 
to  wholly  unmarketable  Terminable 
Annuities.  As  no  investor  would  dream 
of  putting  his  money  into  these  fancy 
creations  of  the  Treasury,  the  very  names 
of  which  are  unknown  in  the  city,  they 
are  thrust  on  the  savings  banks.  In  the 
same    valuation    we    find    £1,700,000    ad- 
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vanced  "to  H.M.  Exchequer  in  aid  of 
Ways  and  Means."  The  advance  of 
money  directly  to  the  Exchequer,  though 
authorised  by  Act  of  Parliament,  seems 
nevertheless  to  be  an  abuse  on  the  part 
of  those  who  authorised  it  of  their  powers 
as  trustees  of  savings  bank  funds.  They 
are  on  the  slippery  path  which  leads,  as 
in  the  Australasian  colonies,  to  impounding 
the  deposits  of  the  savings  banks. 

M.  Visschers,  in  the  passage  quoted 
above,  showed  the  necessity  of  keeping 
down  the  rate  of  interest,  in  order  not  to 
attract  a  class  of  depositors  who  have 
no  proper  concern  with  a  savings  bank. 
But  if  we  compare  the  terms  given  by 
our  trading  banks  and  the  Post  Office 
Savings  Bank  we  find  that  the  State 
bank  outbids  the  others  in  three  respects. 

The  Post  Office  Savings  Bank  gives 
the  guarantee  of  the  State.  This  is,  of 
course,  a  necessity  of  the  position,  and 
cannot  be  made  a  subject  of  complaint. 
But  it  might  not  unreasonably  be  supposed 
that    in    consideration    of    this    advantage 
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the  depositor  in  the  State  bank  should  be 
required  to  accept  a  lower  rate  of  interest 
than  he  could  obtain  elsewhere  on  his 
deposit.  This  is  far,  indeed,  from  being 
the  case.  The  State  gives  interest  at 
the  rate  of  £2,  10s.  per  cent,  per  annum  ; 
it  also  gives  compound  interest,  which 
the  joint-stock  banks  do  not.  I  have 
had  given  to  me  a  calculation  of  the  Bank 
of  England  rate  of  discount  for  the  five 
years  immediately  preceding  the  South 
African  war.  These  years — 1894  to  1898 
— may,  I  think,  be  taken  as  normal  years. 
The  average  Bank  rate  for  this  period 
was  £2-495,  or  very  nearly  £2,  10s.  per 
cent,  per  annum.  The  deposit  rate  of 
the  London  joint-stock  banks  is,  as  a  rule, 
ij  per  cent,  below  the  Bank  rate.  This 
would  give  £1  per  cent,  per  annum  as  the 
average  deposit  rate  for  the  period.  This, 
I  am  informed,  was  the  actual  average 
rate  paid  by  the  banks.  The  rate  varied 
from  10s.  per  cent,  per  annum  in  one 
year  to  £1,  14s.  iod.  in  another.  Taking 
the  whole  period  of  five  years,  the  depositor 
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in  the  Post  Office  Savings  Bank  received 
£i,  ios.  per  cent,  per  annum  more  than 
the  depositor  in  a  joint-stock  bank.  In 
one  of  those  years  he  received  a  rate 
better  by  £2  per  cent,  per  annum  than 
that  allowed  by  the  joint-stock  banks. 
It  would  be  strange  if  many  persons  of  the 
classes  in  easy  circumstances  of  life  did 
not  take  advantage  of  the  extraordinary 
liberality  of  the  State. 

Mr.  Gladstone  was  strongly  opposed 
to  making  "  the  working  classes  of  the 
country  pensioners  on  the  Exchequer." 
Still  less  justifiable  is  it  that  the  middle 
classes  should  occupy  this  position.  But, 
as  has  been  shown,  it  is  probable "  that 
two-thirds  of  the  enormous  deposits  of 
the  Post  Office  Savings  Bank,  or,  say, 
£96,000,000  out  of  £146,000,000,  are  held 
by  persons  "in  a  superior  position  in 
life."  Whoever  else  may  be,  these  at 
least  are  not  proper  objects  of  State 
philanthropy  at  the  cost  of  the  general 
public. 
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:'  How  will  you  arrest  the  course  of  that  deficiency  ? 
How  will  you  arrest  the  course  of  compound  interest, 
which  has  already  produced  such  terrible  effects  ?  .  .  . 
That  deficiency  is  increasing  at  a  compound  rate ;  it  is 
necessary  to  take  some  steps  to  arrest  that  rate  of  increase, 
and  to  satisfy  that  deficiency."-— Lord  Beaconsfield 
(then  Mr.  Disraeli),  June  7,  1875  (Hansard,  3rd  series, 
vol.  224,  col.  1489). 

'  The  deficiency  increases  year  by  year.  It  might 
be  got  rid  of  either  by  issuing  stock  equal  to  its  amount, 
or  by  placing  it  upon  the  Consolidated  Fund,  or  we 
might  reduce  the  rate  of  interest  to  depositors." — Sir 
Stafford  Northcote,  April  15,  1875  {Hansard,  3rd 
series,  vol.  223,  col.  1046). 

We  have  seen  that  the  Post  Office 
Savings  Bank  has  in  its  practice  departed 
widely  from  what  is  on  all  hands  admitted 
to  be  the  proper  object  of  a  savings  bank. 
Its  custodians  have  lent  themselves  to 
meeting  "  exigencies  of  State,"  losing  sight 
of  their  functions  as  simple  trustees.  In 
order  to  provide  the  Finance  Minister  with 
'  a    strong     financial    arm,"     they    have 

54 


POST  OFFICE  SAVINGS  BANK 

fostered   large    accounts,    whereas    all    the 
rules  of  prudence  enjoined  them  to  restrict 
the  use  of  the  bank,   as   far  as  possible, 
to  those  who  painfully  accumulate  savings 
shilling  by  shilling.     It  is   admitted  over 
and  over  again  by  those  who  gave  testi- 
mony to  the  Select  Committee  that  to  these 
worthy     and     self-denying     citizens     the 
question  of  interest  is  one  of  quite  minor 
importance.     That  is  no  reason  for  giving 
them    less    than    their    due,    but    we    are 
not    to    ruin    the   State   in   obedience    to 
a   misguided   philanthropy.      One  witness, 
indeed,  went  dangerously  near  to  asserting 
that  a  state  of  war  was  desirable,  as,  by 
lowering  the  public  credit,  it  enabled  the 
banks  to  pay  a  higher  rate  of  interest  to 
depositors.     But    this    and    similar    follies 
may   be   dismissed   without   comment.     It 
is,   however,   not   a  little  strange   to   note 
the    attitude    of    the    saner    advocates    of 
savings  banks.     Though  they  admitted  that 
the  question  of  interest  was  one  of  minor 
importance,    the)/     could     scarcely    bring 
themselves    to    approve    a    reduction     in 
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the  rate  of  interest  of  so  little  as  J  per 
cent,  per  annum.  Though  they  were 
perfectly  well  aware  that  the  State  is  now 
providing,  and  has  long  provided,  for  old- 
time  deficiencies  in  the  Trustee  Savings 
Banks,  though  they  knew  that  there  are 
constantly  new  deficiencies  in  the  working 
accounts  of  both  the  Post  Office  Savings 
Bank  and  the  Trustee  Savings  Banks,  yet 
agreement  seems  to  have  been  general  that 
a  savings  bank  should  be  self-supporting. 
But,  indeed,  this  want  of  reality  seems 
inseparable  from  discussions  of  savings 
bank  matters.  On  March  15,  1904,  when 
there  was  known  to  be  a  deficit  in  the 
Post  Office  Savings  Bank  of  upwards 
of  £10,000,000,  there  was  a  discussion  in 
the  House  of  Commons,  lasting  about  two 
hours,  on  the  subject  of  a  deficiency  of 
some  £200,000  in  the  working  accounts 
for  the  past  year  of  the  two  classes  of 
savings  bank.  Throughout  the  whole 
discussion  not  one  word  was  said  about 
the  alarming  deficiency  on  the  capital 
accounts. 
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But  in  spite  of  all  attempts  to  burke 
discussion  by  setting  at  naught  statutory 
provisions ;  by  denying  a  deficiency  which 
stares  the  deniers  in  the  face  ;  in  spite 
of  the  last  desperate  expedient  of  sup- 
pressing balance-sheets,  "  leaving  it  to 
anybody  to  make  any  valuation  he  likes," 
— in  spite  of  all  this,  the  deficiency  is  there, 
a  deficiency  of  upwards  of  £11,000,000 
on  the  account  of  the  Post  Office  Savings 
Bank  alone.  We  are  face  to  face  with  a 
danger  to  be  averted  only  by  the  exercise 
of  courage  and  skill.  The  question  calling 
for  immediate  settlement  is  this  :  Is  it 
possible  to  retrieve  the  position,  and  to 
place  the  savings  banks  once  for  all  on  a 
sure  foundation  ?  Given  skill  and  resolu- 
tion it  can  be  done — a  great  deal  can  be 
done.  On  the  other  hand,  to  shut  our 
eyes  and  pretend  that  there  is  nothing 
requiring  remedy,  is  to  court  dangers  of 
which  one  does  not  like  to  think.  To 
a  highly  placed  official  in  the  Treasury 
it  may  appear  a  small  matter  that 
depositors   who   come   for  gold   should   be 
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put  off  with  "  I.O.U.'s  in  the  shape  of 
bonds."  But  men  who  do  not  look  on  the 
world  from  the  windows  of  the  Treasury, 
men  who  are  in  contact  with  life  and  its 
facts  and  realities,  will,  it  may  be  hoped, 
rather  nerve  themselves  to  a  great  effort 
of  retrieval  than  let  things  drift  to  certain 
and  perhaps  irreparable  disaster.  Let  us 
then  take  counsel. 

"  It  needs  must  be  that  offences  come, 
but  woe  to  that  man  by  whom  the  offence 
cometh."  Without  relieving  the  authors 
of  the  South  African  war  of  one  poor 
scruple  of  their  responsibility  for  the 
consequences  of  their  crime,  we  may  admit 
that,  given  the  actual  aims  and  conduct 
of  the  Post  Office  Savings  Bank,  disaster 
was  certain  to  overtake  it  sooner  or  later. 

A  vice  inherent  in  the  Savings  Bank 
system  is  thus  explained  by  Lord  Mont- 
eagle,  Chancellor  of  the  Exchequer  from 
1835  to  1839  : 

"  I  submit  to  the  Committee  that  from  the  very  principle 
upon  which  the  Savings  Bank  system  is  founded,  the 
public  must  sustain  a  loss.  I  believe  that  it  is  utterly- 
impossible  to  escape    from    a   loss   arising  from  what  I 
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may  term  the  formula  which  determines  all  your 
proceedings.  Your  proceedings  depend  upon  this  :  In 
the  first  place,  you  are  bound  to  invest  your  deposits 
as  soon  as  you  receive  them,  or  at  least  with  as  little 
delay  as  you  possibly  can,  because  they  ought  not  to 
remain  idle.  In  the  next  place,  you  have  to  consider 
when  it  is  that  you  receive  the  greatest  amount  of  your 
deposits  ;  you  receive  them  when  the  country  is  in  a 
prosperous  and  satisfactory  condition.  Your  deposits 
augment  at  that  time  in  the  hands  of  the  trustees.  In 
what  state  are  the  public  funds  in  which  you  are  to 
invest  these  deposits  ?  Naturally,  in  nine  cases  out  of 
ten  in  those  times  of  prosperity  the  price  of  the  funds 
will  be  high.  Thus  you  receive  the  largest  amount  of 
money,  which  you  are  compelled  to  invest,  at  a  time 
when  the  funds  in  which  you  invest  them  are  at  the 
highest.  Now,  let  us  consider  the  opposite  side  of  the 
question.  When  are  the  largest  demands  likely  to  be 
made  upon  you  ?  The  largest  demands  are  likely  to 
be  made  upon  you  by  the  depositors  at  a  time  when 
the  country  is  suffering  under  pressure  and  distress, 
and  that  is  just  the  time  when  the  prices  of  the  funds 
are  low.  Therefore,  you  are  compelled  by  the  very 
law  of  your  existence  to  buy  into  the  funds  when  the 
funds  are  at  the  highest,  and  to  sell  out  of  the  funds  to 
meet  your  engagements  at  a  time  when  the  funds  are  low  " 
{Select  Committee  on  Savings  Banks,  1858.     Ques.  4308). 

This  point  is  of  an  importance  so  great 
that  I  shall  be  excused  for  making  a  second 
quotation.  Mr.  Arthur  Scratchley,  regarded 
as  one  of  the  chief  authorities  on  the  sub- 
ject, confirms  Lord  Monteagle.     He  says  : 

"  Generally  speaking,  in  times  of  peace  and  plenty, 
when  money  is  abundant,  trade  brisk,  and  the  price  of 
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the  funds  high,  deposits  in  savings  banks  increase,  and 
thus  necessitate  purchases  of  stock  at  a  high  rate  ; 
but  in  periods  of  financial  difficulty,  when  the  labouring 
population  do  not  obtain  good  wages,  the  funds  fall 
to  a  low  price,  and  yet  that  is  the  time  when  the  neces- 
sity for  withdrawal  arises"  (A  Practical  Treatise,  etc., 
p.  125). 

This  vice  can  be  corrected.  To  keep 
a  savings  bank  in  a  sound  position  it  is 
absolutely  necessary  that,  like  ordinary 
trading  banks,  it  should  have  a  reserve. 
This  reserve  can  be  rightly  accumulated 
in  one  way  only,  by  allowing  a  low  rate 
of  interest  on  deposits.  The  rate  of 
interest  allowed  bj/  the  Post  Office  Savings 
Bank  fand  the  Trustee  Savings  Banks 
also)  must  be  reduced  not  by  ^  per 
cent.,  but  by  much  more.  But  before 
we  reach  this  point  we  have  to  secure 
the  position  of  the  banks.  To  do  this 
it  will  be  necessary  to  value  the  securities 
held  on  the  basis  of  Consols  at  85,  to 
which  figure  the  great  joint-stock  banks 
have  already  written  down  their  holdings 
of  Consols.  The  deficiency  established 
by  this  valuation  must  be  made  good  by 
the  issue  of  stock. 
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This  done,  a  gold  reserve  should  be 
formed  equal  to  at  least  5  per  cent,  of 
the  deposits.  This  reserve  of  gold  to  be 
held  in  addition  to  the  general  stock  in 
the  Bank  of  England. 

These  two  measures  carried  out,  the 
savings  banks  would  be  in  a  position  to 
face  the  question  of  reduction  of  interest 
and  probable  consequent  withdrawals. 

A  new  rule  should  be  instituted  limiting 
new  deposits  to,  at  most,  £20  annually, 
with  a  maximum  of  £100.  /io  and  £50 
would  be  preferable. 

On  all  accounts,  both  old  and  new, 
interest  should  be  allowed  at  the  rate  of 
1  per  cent,  only,  or  at  the  most  ij.  Com- 
pound interest  should  be  abolished. 

A  periodical  (say  triennial)  valuation  of 
securities  should  be  made.  The  basis  might 
be  the  price  at  which  the  leading  joint- 
stock  banks  hold  Consols.  If,  for  example, 
the  joint -stock  banks  decide  to  write 
down  their  Consols  to  82  or  80,  a  further 
issue  of  stock  should  be  made  so  as  to 
put  the  savings  banks  on  the  same  footing. 
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The  reduction  in  the  rate  of  interest 
would  give  a  considerable  surplus.  This 
should  be  employed,  in  the  first  place,  in 
making  good  the  further  depreciation 
(should  it  occur)  in  the  value  of  securities. 
Subject  to  that,  the  surplus  should  be 
held  for  the  purpose  of  increasing  the 
security  of  the  savings  banks. 

The  history  of  the  savings  banks  shows 
that  for  the  last  seventy  or  eighty  years  the 
Treasury  has  without  intermission  abused 
its  control  over  these  institutions.  Means 
must  be  found  of  withdrawing  the  savings 
banks  from  this  fatal  influence,  and  of 
restoring  to  the  custodians  of  the  funds 
the  position  of  "  simple  trustees." 

The  first  operation  of  retrieving  the 
position  of  the  savings  banks  would 
require  a  sum  not  far  short  of  20  millions. 
It  is  an  immense  sum,  but  it  is  a  penalty 
which  will  have  to  be  paid  in  one  way 
or  another  :  the  penalty  of  starting  on 
w  rong  lines  ;  of  neglecting  to  define  the 
relative  claims  of  philanthropy  and 
business  ;  of    treating    the    savings    banks 
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as  useful  aids  in  financial  juggles  ;  of 
refusal  to  face  facts  ;  of  neglect  to  act 
on  statutory  powers  ;  of  entrusting  the 
management  of  a  huge  overgrown  bank 
to  amateurs  who  think  they  can  conduct 
a  bank  without  cash  in  the  till, — who 
regard  a  reserve  as  "a  wholly  useless 
and   wasteful    amusement." 

After  all,  20  millions  is  but  the  half 
of  what  Mr.  Gladstone  assured  us  has 
been  gained  to  the  State  by  manipulating 
the  savings  of  the  poor.  We  are  con- 
stantly being  assured  by  our  political 
instructors  that  the  resources  of  the 
country  are  "  practically  unlimited,"  that 
we  could  have  doubled  the  cost  of  the 
South  African  war  without  wincing.  It  is 
not  very  long  ago  that  Mr.  Chamberlain 
averred,  amid  the  laughter  and  cheers  of 
his  audience,  that  "  there  was  still  some- 
thing left  in  the  safe."  Is  it  not  therefore 
scandalous  that  the  State  should  have 
left  unliquidated  till  to-day  losses  begun 
to  be  incurred  nearly  a  hundred  years  ago 
by  tampering  in  the  interest  of  the  State 
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with  the  monies  of  philanthropic  institu- 
tions ?  Is  it  not  an  even  greater  scandal 
that  to  the  deficit  of  the  Trustee  Savings 
Banks  the  Government  should  now  be 
adding  the  more  alarming  deficit  of  the 
Post  Office  Savings  Bank,  and  that  it 
should  seek  to  hide  these  deficits  by 
suppressing  balance-sheets  ?  Mr.  Huskis- 
son,  one  of  the  clearest-headed  of  men, 
described  the  responsibility  incurred  to 
the  savings  banks  as  "  the  greatest  danger 
to  which  the  British  Empire  was  exposed 
financially."  If  this  was  true  when  the 
liability  was  less  than  15  millions,  what 
are  we  to  think  when  it  is  approaching 
200  millions  ? 

It  would  be  idle  to  pretend  that  there 
is  at  present  any  expectation  of  seeing 
these  most  necessary  reforms  carried  out. 
But  it  may  be  permitted  to  us  to  remind 
those  in  authority  that  their  responsibility, 
already  most  grave,  will  become  still 
more  heavy  the  longer  they  persist  in 
ignoring  facts. 


64 


NOTE 


On  December  16,  at  King's  Heath,  Mr. 
Austen  Chamberlain,  the  Chancellor  of 
the  Exchequer,  made  a  speech  which  was, 
in  effect,  a  reply  to  the  case,  as  above 
stated,  against  the  administration  of  the 
Post  Office  Savings  Bank.  It  would  be 
more  correct  to  say,  to  certain  selected 
portions  of  the  case.  Mr.  Austen  Chamber- 
lain seems  to  have  been  chiefly  concerned 
to  put  upon  the  Select  Committee  of  1902 
responsibility  for  the  suppression  of  the 
balance-sheet.  But  as  he  held  himself 
at  liberty  to  disregard  what  he  describes 
as  "in  a  sense  the  gravest  of  all  their 
recommendations," — the  proposal,  namely, 
to  reduce  the  rate  of  interest  on  deposits,- 
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he  must  be  accounted  responsible  for  the 
suppression. 

Mr.  Austen  Chamberlain  forbore  to  reply 
to  the  charge  that  the  Government  has 
persistently  neglected  to  avail  itself  of  the 
statutory  powers  expressly  designed  to 
meet  the  contingency  of  a  deficiency  such 
as  has  now  for  six  years  existed  in  the 
assets  of  the  Post  Office  Savings  Bank. 

The  speech  would,  indeed,  hardly  merit 
notice  were  it  not  that  Mr.  Austen  Chamber- 
lain put  forward  a  novel  and  most  dangerous 
view  of  the  relations  between  the  bank 
and  the  depositors.  He  said  :  "  The 
savings  banks  stood  in  a  peculiar  position. 
The  security  of  the  depositor  was  not  the 
sum  standing  to  the  credit  of  funds  in  the 
name  of  the  National  Debt  Commissioners. 
The  security  was  the  Consolidated  Fund 
of  the  United  Kingdom." 

This  is  not  a  correct  statement  of  fact. 
The  Act  establishing  the  Post  Office  Savings 
Bank  (24  and  25  Vict.  c.  14)  directs  (sees.  5 
and  9)  that  all  monies  deposited  with  the 
Postmaster-General  shall  forthwith  be  paid 
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over  to  the  Commissioners  for  the  Reduc- 
tion of  the  National  Debt  for  investment  in 
Government  securities,  and  that  "all  sums 
withdrawn  by  depositors  .  .  .  shall  be  re- 
paid to  them  out  of  the  said  monies"  There- 
fore, depositors  have,  in  the  first  place,  the 
security  of  the  stocks  in  which  their  monies 
have  been  invested  ;  and  beyond  this,  in  the 
second  place,  the  supplementary  security 
of  the  statutory  charge  upon  the  Con- 
solidated Fund,  to  make  good  any  de- 
ficiency in  these  stocks.  It  is  most 
necessary  to  insist  on  this,  because  from 
the  position  assumed  by  Mr.  Austen 
Chamberlain  there  is  but  a  step  to  the 
appropriation  of  these  stocks  to  any 
purpose  of  the  Government  not  connected 
with  the  savings  banks. 

The  deposits  in  the  savings  banks  are  a 
sacred  trust  with  which  nothing  must  be 
allowed  to  interfere.  That  Mr.  Austen 
Chamberlain  should  venture  to  assert 
publicly  that  the  stocks  held  by  the  National 
Debt  Commissioners  are  not  the  security 
of  the  deDOsitors,  shows  that  the  Govern- 
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merit  regards  very  lightly  the  rights  of  the 
depositors  and  of  the  public  at  large.  No 
opportunity  must  be  lost  of  protesting 
against  Mr.  Austen  Chamberlain's  new- 
fangled, false,  and  most  dangerous  view. 
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